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Women, the Recession, and the Impending
Economic Recovery
An Exploration of Women's Attitudes Toward Debt, Risk, and Consumption

By Jennifer Keil, PhD
Would female investment bankers, mortgage lenders, and chief executive officers have taken the
same risks given the same expected returns? Maybe not. The purpose of this article is to explore the
impact of the U.S. recession on women and to help readers gain useful knowledge about women's role
in the economy.

"Recession 101: Interesting fact about
recessions…they end."[1]
Over 2,000 "Recession 101" billboards were posted in 30 states
during the summer of 2009. Designed to encourage people to
think optimistically during the recession, the billboards offered
short, hope-filled phrases that no doubt started conversations
during many summer road trips. By mid-August, several
economic indicators began to confirm what U.S. Federal Reserve
Chairman Bernanke had been saying all spring: the economy
will show signs of recovery by the end of 2009.[2]
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Although it is too early to claim with certainty that the worst is
behind us, the time is right to step back from the most severe financial crisis since the Great
Depression and reflect. The purpose of this article is to explore the impact of the U.S. recession on
women and to help readers gain useful knowledge about women's role in the economy. By examining
women's attitudes toward debt, risk, and consumption during the recession, practitioners will be
armed with helpful information about the current business environment.

Working Women
The role that women have played in the economy has dramatically changed in the last 50 years.
Having once provided what was viewed as supplementary income, today, women earn 45 percent of
all household income and over seven million families rely mainly or solely on the woman's income to
survive.[3]
In the 1950s, approximately 35 percent of women participated in the U.S. labor market. Today, the
U.S. labor force participation rate for all women is 60 percent. In 2008, 71.4 percent of women with
children under the age of 18 were in the labor market and over 50 percent of these women worked full
time.[4] As the economy turned sour, more women than ever began joining the ranks of the
unemployed. However, for the first time, economic reports suggested that women were actually faring
better than men and set to become the majority participants in the labor market.[5]
In July 2009, the U.S. Bureau of Labor Statistics reported an overall unemployment rate of 9.4
percent. Among the major worker groups, unemployment for adult men was 9.8 percent, adult women

was 7.5 percent, and teenagers, a whopping 23.8 percent.[6] The 6.5 million jobs lost since the
beginning of this recession seems to have wiped out the last nine years of job growth.[7] Data
suggest that men have lost four out of every five jobs shed since the recession began in December
2007, prompting one author to label this a "very male recession."[8]
To look more closely at how women have been impacted by the recession, three key factors that led
to the crisis must be examined: easy money, risky behavior, and debt-fueled consumption.

Women and Easy Money
A climate of low-interest rates in the early and mid-2000s and the expectation that housing values
would continue to rise encouraged banks to make loans and individuals to take on mortgage debt that
was too large relative to their incomes. By mid-2006, many Americans were characterized as being
"house poor."[9]
The most direct way to measure the impact of this easy credit on women is to dive into the market for
sub-prime mortgages, where there is ample evidence that women are overrepresented. Sub-prime
mortgages put homeowners at a disadvantage because they have to make higher payments at higher
interest rates, yet build less equity in their homes. Although women and men have roughly the same
credit scores, the Consumer Federation of America found that women were 32 percent more likely to
receive subprime loans than men.[10] Women of color are particularly disadvantaged by sub-prime
lending practices: African-American and Latina women are the most likely to receive sub-prime loans
at every income level.[11]
But subprime mortgages are not the only cause of the recent spike in home foreclosures. Many
consumers—men and women—are locked in to complicated mortgages for homes that have
substantially decreased in value. The ―plain vanilla‖ or basic mortgage option currently being proposed
and vigorously debated[12] would likely benefit many homeowners, particularly women who in the
past had no option other than a subprime loan.

Women and Risky Behavior
There is considerable evidence that an atmosphere of excessive risk-taking contributed to the
recession. At the same time, we know with certainty from studies in behavioral economics, finance,
psychology, and biology that the average woman takes fewer risks—in all areas of her life—than the
average man.
One of the most simple, yet profound, questions about the recession appeared in Nicholas Kristof's
New York Times editorial: Would we be in the same mess today if Lehman Brothers had been Lehman
Sisters?[13]
Would female investment bankers, mortgage lenders, and chief executive officers have taken the
same risks given the same expected returns? Maybe not. As Kristof explains, men "are particularly
likely to make high-risk bets when under financial pressure and surrounded by other males of similar
status."
That Wall Street firms are primarily led by men is not news. Yet it may surprise some to learn that 72
percent of the workers laid off in financial services and insurance firms during this recession have
been women, even though they constituted 64 percent of employment before the crash.[14]
What is important is not that women are less likely to take risks than men. What matters is how
women interact with the economy in ways consistent with their own preferences for risk. For many
women, that means not working for someone else, but starting their own business. As the goal of this
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essay is to understand the full impact of the recession on women, a brief look at women
entrepreneurs is also in order.

"Recession 101: Bill Gates started Microsoft in a recession."[15]
It's true. Challenging economic times do encourage entrepreneurial activity. According to a recent
study, more than half of the companies on the Fortune 500 list this year began during a
recession.[16]
As of 2009, there are 10.1 million women-owned firms in the United States; they employ more than
13 million people and generate $1.9 trillion in sales.[17] The recession has changed the business
practices of women entrepreneurs, according to an April 2009 survey of women business owners.
Two-thirds of female respondents said they were watching cash flow more carefully and 42 percent
said they were collecting receivables more aggressively.[18]
One researcher believes that women business owners are the key to leading us out of the recession by
using "a new, more robust feminine enterprise model based on diligent risk taking and collaboration
whic h take account of wider social values alongside profits."[19] While a full discussion of the
differences between male and female entrepreneurs is a topic for another essay, successful female
entrepreneurs will clearly be key players in this recovery. Entrepreneurial women are supporting each
other, locally and virtually, and working to grow their businesses into million-dollar enterprises.[20]
Taking calculated risks will always be part of sound business practices; but, if we agree that diverse
groups of people tend to make better decisions than homogenous groups of people, encouraging more
women to stay on paths toward executive leadership positions in all sectors of the economy, especially
financial services, is a move in the right direction.

Women and Consumption
In the United States, women make 80 percent of discretionary purchases, including 90 percent of food
and 55 percent of consumer electronic purchases.[21] Women may be the primary purchasers for
their households, but they are not alone in the struggle over consumption versus savings. Experts
believe that the recession was intensified by the recent dramatic increase in consumer debt.[22]
In 2007, the average credit card debt was $9,900 and 49 percent of Americans had saved less than
$25,000 for retirement.[23] In addition to fueling the recession, this level of debt comes at a high
personal cost: Far more women than men are worried about their economic security. In 2007, 63
percent of women surveyed said they were not saving enough for retirement, 56 percent worried
about social security being reduced or eliminated, and 35 percent were concerned they would not
have enough money saved for retirement.[24]
If there is a positive side to the uncertainty and fear that accompany this recession it can be found in
the data confirming increasing personal savings rates. For the last several months personal savings
rates have been soaring—the highest in 15 years at 5.6 percent in April, 6.2 percent in May, and 4.5
percent in June.[25] And yet, while it is beneficial for each person and household to spend less and
save more, economists have long warned of the paradox of thrift—the economy is strong not when we
individually save, but when we are all spending money confidently. The competing tension between
saving and spending is not unique to women, but because women are the primary consumers in
America any signs of increasing confidence among women may signal a strengthening economy.

"Recession 101: Experience and talent are recession-proof assets."[26]
For many women, giving up two years of salary to become a full-time student makes pursuing a
Master's in Business Administration (MBA) degree too costly. However, a recession may be the best
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time to pursue further education.[27] If you have recently been
laid off, the opportunity cost of two years of graduate school has
just been considerably lowered and an MBA may be the best
"insurance" you can purchase to protect yourself from future
periods of economic uncertainty.[28]
Have women used the recession to invest in themselves? By all
accounts the answer is yes. Several schools in a number of
states—from Texas to New York to California—are reporting an
increase in the number of women pursuing MBA degrees. The
recession has also inspired many women to enroll in
undergraduate degree-completion programs, with accounting and
business being among the top choices for majors.[29]
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"Recession 101: It's a test, not a final."[30]
Thinking about the recession as a test is helpful, but its final impact will depend on how well women in
business have prepared and how quickly they react to the changes that are occurring. A short study
guide for working women follows.
1. Be mindful of your debt load. Many banks are offering attractive loans and debt
consolidation plans to stimulate business. Refinance if rates are favorable and fees are
manageable.
2. Take reasonable risks. Now may be the perfect time to start the new business you have
been dreaming of. Weigh the costs and benefits carefully to make the most of the
opportunities the recession presents.
3. Curb your consumption. Use the recession to take personal stock of what you would like
versus what you really need. Spend money wisely and, when possible, spend money in ways
that provide long-run returns rather than short-run satisfaction.
4. Invest in yourself. Go after the degree you have always wanted or add new skills to your
resume. If the recession has slowed down your normal routine, use the extra time to increase
your professional network.
Time will tell if the recession of 2008 and 2009 will have a permanent impact on business
practitioners. As women continue to interact with the economy in their roles as primary breadwinners, chief consumers, and business owners, it will be interesting to observe if we continue with
business as usual or if we work together to find a new model for success.
Will we slip back into our old patterns of excessively risky behavior and debt-driven consumption? Or
will women lead by example to change the business environment for the better? Without a doubt the
recession will end and we will have passed the test if our collective behavior changes in permanent,
positive ways.
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